City of Minneapolis, Minnesota

Inclusionary Zoning
Revenue Loss Offset Assistance Policy

The City of Minneapolis has recognized the need to increase the number of housing units in the City that
are affordable to low and moderate-income households. Pursuant to Minneapolis Code of Ordinances,
Title 20, Article XIV (the “Inclusionary Zoning Ordinance”), the City has adopted an Inclusionary Housing
Zoning Code Text Amendment, whereby any multiple-family residential development of 20 or more
residential units seeking site plan approval from the City of Minneapolis would be required to comply
with the City of Minneapolis’ Unified Housing Policy (“UHP”). Options for compliance with the UHP
include options that allow the developer to access City financial assistance to offset revenue loss related
to compliance. This Inclusionary Zoning Revenue Loss Offset Assistance Policy is intended to accomplish
the following purposes:

. to inform developers of the availability of tax increment financing (“TIF”) and other financial
assistance to facilitate inclusionary zoning and the rules that will apply to the granting of TIF
assistance for that purpose (“1Z TIF”); and

. to guide staff in forming recommendations regarding the use of IZ TIF and negotiating contract
terms with developers.

The City’s standard Tax Increment Financing Policy, which was approved by the Minneapolis City Council
on April 2, 2005, remains the governing tax increment financing policy for all developments seeking TIF
assistance outside the context of the Inclusionary Zoning Ordinance.

l. Applicability and Minimum Development Size. Revenue loss offset assistance pursuant to this
policy is only available to a development that:

(@) is subject to the Inclusionary Zoning Ordinance;

(b)  has made the election that at least 20% of the total dwelling units in such development
will be affordable to and occupied by households at or below 50% of area median
income for a minimum of 30 years (the “IZ 20% Election”);

(c)  has at least 10 units meeting the restrictions described in Section I(b) above; and

(d)  has no more than 20% of the square footage of any building receiving IZ TIF assistance
being utilized for non-residential use.

If a development meets the requirements of Section I(a) and (b) above, but has less than 10
units meeting the restrictions described in Section I(b) above and/or more than 20% of the
square footage in the building is being used for non-residential purposes, City staff will
evaluate the need for and availability of financial assistance to such development and may
make alternatively sourced financial assistance recommendations to the City Council as
appropriate.
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Il. Amount of Revenue Loss Offset Assistance. Upon approval of the City Council, a development
meeting the requirements of Section | above (an “IZ-Assisted Development”) will be provided
IZ TIF assistance in an amount determined by the City as needed to offset the revenue loss
resulting from the IZ 20% Election (the “Revenue Loss Offset”). Approval of IZ TIF for any
development is within the discretion of the City Council, which will take into consideration a

developer’s property management practices that have led to displacement of residents and
other factors it deems to be in the public interest. Examples of property management
practices that lead to displacement include, but are not limited to, eviction filing rates, non-

renewal of lease without just cause, building code violations, rental license violations or
revocation of rental license, history of retaliatory or discriminatory practices, or non-

cooperation with rental assistance programs. The Revenue Loss Offset assistance is not
intended to make the developer of an 1Z-Assisted Development “whole” or to fully
compensate them for the cost of adding affordable units to their projects. The Revenue Loss
Offset assistance is intended to ensure an 1Z-Assisted Development remains financially
feasible to develop.

Sizing of the Revenue Loss Offset assistance will depend upon the specifics of each project.
Available tax increment (“ATI”) is equal to the tax increment revenue generated by a housing
TIF district, as defined in Minnesota Statutes, § 469.174, subd. 11, and received by the City
from Hennepin County less a 10% City administrative fee. The maximum amount of annual
ATl revenue that will be disbursed by the City to the developer each year is determined
upfront and is the lesser of the following three amounts:

(a)  the projected amount of ATl in the first full year of tax increment collection, divided by a
coverage factor (e.g., 1.15%) as required by the developer’s tax increment lender. In all
cases, the City will retain any annual excess tax increment amount attributable to the
coverage factor required by the developer’s tax increment lender;

(b) the amount of ATI needed to offset all or a portion of the lost rental revenue resulting
from including the affordable units, thereby restoring the project’s financial feasibility.
City staff will use generally acceptable industry standards, methodologies, and levels
(e.g., yield on cost, return on equity, etc.) as established from time to time by the City’s
Finance Officer to determine financial feasibility; and

(c)  the projected amount of ATl that amortizes a TIF loan equal to the combined decrease
in the first mortgage loan and equity that results from including the affordable units.

Ill.  Qualification of Revenue Loss Offset Assistance. All ATl revenue distributed by the City to the
developer must be qualified as reimbursing the developer for the costs of construction of
affordable housing.

IV.  Applicability of City Policies. An IZ-Assisted Development receiving Revenue Loss Offset
assistance pursuant to this policy must comply with the Prevailing Wage Policy for real estate
developments assisted by CPED, provided that contractors will be required to retain records of
compliance but will not be required to submit certified payroll into the City’s on-line database.
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All developers and contractors building projects in the City of Minneapolis are encouraged to
use good faith efforts to comply with all other hiring and contracting policies and ordinances
that would otherwise apply to City-assisted development. Unless such development is
receiving other City-financial assistance or is purchasing all or a portion of the development
site from the City, however, this policy shall supersede all developer contracting and hiring
policies and ordinances that apply to City-assisted development.

An 1Z-Assisted Development receiving Revenue Loss Offset assistance pursuant to this policy
will not be required to have Minneapolis Development Finance Committee review.

V. Process:

Step 1: Developer submits a completed IZ TIF Revenue Loss Offset application to Community
Planning and Economic Development (“CPED”) staff.

Step 2: CPED and Finance & Property Services (“FPS”) staff perform a preliminary financial
analysis of the application, determine applicability of this policy and maximum
Revenue Loss Offset assistance amount if appropriate, and inform the developer of
the results of the financial analysis.

Step 3: Developer verifies IZ 20% Election, and informs CPED staff.

Step 4: CPED Director and Finance Officer authorize staff to begin the IZ TIF approval process
for the 1Z-Assisted Development.

Step 5: FPS staff prepare the IZ TIF Plan and begin the statutory TIF approval process.

Step 6: City Council votes on approval of the IZ TIF Plan and the amount of IZ TIF assistance to
the IZ-Assisted Development?.

Step 7: City and developer execute a development agreement specifying the terms of the 1Z
TIF assistance.

Step 8: Developer records Affordable Housing Declaration and City issues IZ TIF Note in
accordance with the terms of the development agreement. Developer pays the IZ TIF
Note Origination fee as required by the City’s Public Financial Assistance Fee Policy.

VI.  Fees. IZ-Assisted Developments that receive an award of Revenue Loss Offset assistance
pursuant to this policy shall pay the fees required by the City’s Public Financial Assistance Fee
Policy in effect at the time of submittal of an IZ Revenue Loss Offset application.

VIl. Pay-Go IZTIF Debt. Revenue Loss Offset TIF assistance provided pursuant to this policy shall
be covered under a development agreement and provided primarily through the City’s
issuance of a pay-as-you-go TIF note to the developer in substantially the form attached as
Attachment A (the “IZ TIF Note”).

1 This policy does not commit the City to approving any particular application for Revenue Loss Offset assistance.
The City reserves the right to reject any IZ Revenue Loss Offset Application and terminate the City’s review and
approval process at any time.
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If the annual amount calculated in Section lI(a) is less than amounts calculated in Sections lI(b)
and ll(c), and the maximum TIF loan that the developer’s tax increment lender will provide
does not completely close the development gap resulting from the restrictions in Section I(b),
then the City shall consider lending additional funds to the developer through the issuance of
a pay-as-you-go subordinated TIF loan (the “Subordinated IZ TIF Loan”). In this case, the
Subordinated IZ TIF Loan shall be payable solely from any semi-annual surplus tax increment
revenue that remains after first paying the semi-annual payments due on the IZ TIF Note.

VIIl. Additional Financial Assistance. If City staff determines that the maximum IZ TIF Debt is
insufficient to achieve project feasibility, then the City will consider providing additional
financial assistance. If applicable, the form and amount of this additional assistance will be
determined by staff and approved by the City Council. If all of the financial assistance
provided under this Revenue Loss Offset Policy is insufficient to achieve project feasibility,
then staff may recommend to the City Council a reduction in the IZ requirements as
determined in the discretion of the City.

IX.  Declaration of Affordable Housing Covenants. As a condition to receiving the Revenue Loss
Offset assistance, the developer shall provide documentation to the City that a declaration of
affordable housing covenants in substantially the form attached as Attachment B with such
modifications as are, from time to time, determined by the CPED Director and the City
Attorney’s Office to be in the public interest (the “IZ Declaration of Affordable Housing
Covenants”) has been properly filed against the 1Z-Assisted Development with the Office of
the Hennepin County Recorder or Registrar of Titles, as appropriate, which shall include
affirmative marketing requirements and requirements to accept housing assistance payments.

X. Recapture. The City will only pursue recapture of TIF assistance provided pursuant to this
policy to the extent that the City is required to refund tax increment to Hennepin County as a
result of a default under the 1Z Declaration of Affordable Housing Covenants or because of a
property tax refund.

Xl.  Pooling. Whenever possible, new TIF districts established pursuant to this policy will be
structured to support additional affordable housing that is located outside the TIF district.
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ATTACHMENT A

FORM OF IZ TIF NOTE

UNITED STATES OF AMERICA
STATE OF MINNESOTA
COUNTY OF HENNEPIN

CITY OF MINNEAPOLIS

INCLUSIONARY ZONING
TAX INCREMENT LIMITED REVENUE NOTE
( Project)

( [Address of Project])

The City of Minneapolis (the "City"), hereby acknowledges itself to be obligated and, for value
received, promises to pay to the order of ,a
(the "Developer"), solely from the source, to the extent, and in the manner
hereinafter provided, the principal amount of this Note, being
and No/100 Dollars ($ ) which was based on

the anticipated ersuechlesserameuntasmay-egualthe-certified Housing Project Costs as described in

Section __ of the Contract, with interest at the Note Rate-in-theinstalmentsspecified-in-this-Nete;
enthePaymentDates—. If, however, the certified Housing Project Costs end up being less than
S . then, Developer agrees that this note shall be amended to reflect such lower
certified Housing Project Costs and principal amount.

Capitalized terms not defined elsewhere in this Note shall have the meanings below:

“Avadilable Tax Increment” means the Gross Tax Increment received by the City from Hennepin
County during the period preceding each semi-annual Payment Date, less (i) the amount of tax
increment, if any, which the City must pay to the school district, the county and the state
pursuant to Minnesota Statutes, Sections 469.177, Subds. 9 and 11; 469.176, Subd. 4h; and
469.175, Subd. 1a, as the same may be amended from time to time, (ii) actual administrative
costs of the City in an amount not to exceed 10% of Gross Tax Increment.
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“Certificate of Completion” means a Certificate issued by the City to the Developer pursuant to
Section of the Contract certifying that the Development Project has been substantially
completed and the Housing Project Costs have been incurred.

“Contract” means that certain Development Contract between the City and the Developer,
dated , 20

“Declaration of Affordable Housing Covenants” means the IZ Declaration of Affordable Housing
Covenants dated of even date with this Note executed by the Developer in favor of the City and
filed against the Property.

“Development” means new construction of rental housing units, no more than
square feet of commercial space, parking spaces, and related improvements as described in
the Contract.

"District" means the Tax Increment Financing District established by the City
as a housing district pursuant to the Tax Increment Financing Act to aid in financing the
Development.

“Gross Tax Increment” means that portion of the property taxes generated by the Property and
Development that is received by the City from Hennepin County as tax increment revenue under
the Tax Increment Financing Act.

“Housing Project Costs” means actual costs of constructing the Development, which cannot
exceed $ and must be approved by the City pursuant to the Contract.

“IZ TIF Note Repayment Schedule” means the IZ TIF Note Repayment Schedule attached hereto
as Exhibit B, which shows the semi-annual payments of tax increment that fully amortize this
Note_ and which assumes that no unpaid capitalized interest will accrue to the Note.

"Maturity Date" means the earlier of (i) February 1 of the year following the final year of Tax
Increment collection from the District; and (ii) the date when the principal and interest amount
of this Note has been paid in full.

"Note Rate" means percent ( %) per annum, calculated andpaid
semi-annually on each Payment Date based on a 30-day month/360-day year.laterestacerual

1

'Payment Date" means August 1 of the year of first tax increment collection from the District
and each February 1 and August 1 thereafter until the Maturity Date, provided that in no event
will any payment date occur before the City’s issuance of the Certificate of Completion under
the terms of the Contract.

“Property” means the real property legally described in the attached Exhibit A, upon which the
Development will be constructed.
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“Semi-Annual Tl Shortfall” means the amount by which Available Tax Increment received by the
City for the semi-annual period preceding each Payment Date is less than the TIF payment
amount shown on the IZ TIF Note Repayment Schedule for the applicable Payment Date.

“Semi-Annual Tl Surplus” means the amount by which Available Tax Increment received by the
City for the semi-annual period preceding each Payment Date is greater than the TIF payment
amount shown on the IZ TIF Note Repayment Schedule for the applicable Payment Date.

"Tax Increment Financing Act" means Minnesota Statutes, Section 469.174-469.1799, as
amended, or any successor statutes applicable to the District.

On each Payment Date, the City shall pay the Developer an installment equal to the lesser of (i)
the Available Tax Increment for the semi-annual period preceding the Payment Date and (ii) the TIF

Arv-Sermi-ARRBUa ET2\ INTRVY be-used-toreimb atha Davelope

Shortfallameuntsthat-have-notbeenprevioushyreimbursed—No interest shall accrue on any prior Semi-
Annual Tl Shortfall amounts. Any remaining-Semi-Annual Tl Surplus shall be retained and used by the
City as permitted by the Tax Increment Financing Act and the District. The City is not obligated to retain
and use Semi-Annual Tl Surplus to reimburse the Developer for any future Semi-Annual Tl Shortfalls.

If, after issuance of the Certificate of Completion the Developer is in default under the
Declaration of Affordable Housing Covenants, and, after notice by the City to the Developer as provided
in Section ____ of the Declaration of Affordable Housing Covenants, such default has not been cured
within the time period provided in the Declaration of Affordable Housing Covenants (an “Event of
Default”), then the City may suspend payment on this Note until the Event of Default is cured or the
City’s obligations under this Note are terminated. If payments are suspended due to an Event of Default
under the Declaration of Affordable Housing Covenants, the City is not obligated to pay to the Developer
the amount of the suspended payments that would otherwise have been paid to the Developer
between the date the payment is suspended and the date the Event of Default is cured. Further, the
City reserves the right to seek repayment of any payments previously made during a period when the
Developer was in default under the Declaration of Affordable Housing Covenants or due to a property
tax refund if the City is required to repay tax increment to Hennepin County as a result of such default or
refund. To the extent that on any Payment Date there is insufficient Available Tax Increment to make a
full scheduled payment, such failure to make a full scheduled payment shall not constitute a default
under this Note.

On the Maturity Date, this Note shall be deemed paid in full and the City shall have no further
obligation under this Note even if the aggregate of the tax increment that has actually been paid to the
Developer on each Payment Date is less than the full principal and interest amount of this Note. This
Note may be prepaid in full or in part at any time without penalty.

Each payment on this Note is payable in any coin or currency of the United States of America
which on the date of such payment is legal tender for public and private debts and shall be made by wire
transfer, check or draft made payable to the Developer and mailed to the Developer at
, or such other address as the Developer shall
provide in writing to the City's notice address as set forth in the Contract.
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The Note is a special and limited obligation and not a general obligation of the City, which has
been issued by the City pursuant to and in full conformity with the Constitution and laws of the State of
Minnesota, including Minnesota Statutes, Section 469.178, subdivision 4, to aid in financing a "project”,
as therein defined, of the City consisting generally of defraying certain costs incurred by the Developer
within and for the benefit of the Development.

THE NOTE IS NOT A DEBT OF THE STATE OF MINNESOTA (THE "STATE"), OR ANY POLITICAL
SUBDIVISION THEREOF, INCLUDING THE CITY OF MINNEAPOLIS, MINNESOTA, EXCEPT THAT THE CITY
SHALL BE OBLIGATED TO MAKE PAYMENTS FROM AVAILABLE TAX INCREMENT AS SET FORTH HEREIN,
AND NEITHER THE STATE NOR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE CITY, SHALL BE
LIABLE ON THE NOTE, EXCEPT FOR THE CITY'S OBLIGATION TO MAKE PAYMENTS FROM AVAILABLE
TAX INCREMENT AS SET FORTH HEREIN, NOR SHALL THE NOTE BE PAYABLE OUT OF ANY FUNDS OR
PROPERTIES OTHER THAN AVAILABLE TAX INCREMENT AS SET FORTH HEREIN.

This Note shall not be transferred to any person, unless the City has been provided with an
opinion of counsel acceptable to the City that such transfer is exempt from registration and official
statement delivery requirements of federal and applicable state securities law and an investment letter
reasonably acceptable to the City.

This Note shall not be payable from or constitute a charge upon any funds of the City, and the
City shall not be subject to any liability hereon or be deemed to have obligated itself to pay hereon from
any funds except the Available Tax Increment, and then only to the extent and in the manner herein
specified.

The Developer shall never have or be deemed to have the right to compel any exercise of any
taxing power of the City or of any other public body, and neither the City nor any person executing or
registering this Note shall be liable personally hereon by reason of the issuance of registration thereof or
otherwise.

IT IS HEREBY CERTIFIED AND RECITED that all acts, conditions and things required by the
Constitution and the laws of the State of Minnesota to be done, to have happened, and to be performed
precedent to and in the issuance of this Note have been done, have happened, and have been
performed in regular and due form, time, and manner as required by law; that this Note is issued
pursuant to the Tax Increment Act; and that this Note together with all other indebtedness of the City
outstanding on the date hereof and on the date of its actual issuance and delivery, does not cause the
indebtedness of the City to exceed any constitutional or statutory limitation thereon.

(Signature page follows.)
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IN FURTHERANCE WHEREOF, the City of Minneapolis, by action of its City Council, has caused this Note
to be executed by the manual signature of its Finance Officer, and has caused this Note to be dated
, 20

CITY OF MINNEAPOLIS

By

Its Finance Officer

Approved as to form:

Assistant City Attorney



EXHIBIT A TO INCLUSIONARY ZONING TIF NOTE

Description of the Property

, Hennepin County, Minnesota
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EXHIBIT B TO INCLUSIONARY ZONING TIF NOTE

IZ TIF Note Repayment Schedule
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ATTACHMENT B

Form of IZ Declaration of Affordable Housing Covenants
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DECLARATION OF AFFORDABLE HOUSING COVENANTS

REVENUE LOSS OFFSET ASSISTANCE

RENTAL UNITS

in favor of the

CITY OF MINNEAPOLIS

Dated as of: , 20

Relating to the:
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Project

This instrument was drafted by:

Minneapolis City Attorney's Office (

505 Fourth Avenue S., Rm 220

Minneapolis, Minnesota 55415

(612) 673-

Approved as to substance by:

Manager, Residential Finance

Housing Policy and Development
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THIS INCLUSIONARY ZONING DECLARATION OF AFFORDABLE HOUSING COVENANTS, is made on or
as of the day of , 20 , by ,a
(“Developer”), having its offices at
, in favor of the City of Minneapolis, a

Minnesota municipal corporation (“City”).

WITNESSETH:

WHEREAS, Developer and City have entered into that certain Inclusionary Zoning Development
Contract dated , 20 (the "Development Contract"), pursuant to which the City
agreed to _provide Developer with Revenue Loss Offset Assistance of significant value in exchange for
Developer’s agreement to comply with the requirements of this Declaration in accordance with the
affordability standards in the City’s Unified Housing Policy,; and

WHEREAS, pursuant to the Development Contract, Developer is obligated to cause construction of
rental housing units (the “Project”) on the property described in Exhibit A attached hereto (the
“Property”) and to cause this Declaration to be recorded against the Property, imposing the affordability
covenants set forth below; and

WHEREAS, Developer hereby acknowledges that the financial assistance making possible the
construction of the Project is sufficient consideration for executing and filing this Declaration in lieu of the
other options available in accordance with Chapter 535 of the Minneapolis Code of Ordinances and the
affordability standards in the City’s Unified Housing Policy; and

WHEREAS, capitalized terms in this Declaration have the meaning provided in the Development
Contract, unless otherwise defined herein.

NOW, THEREFORE, in consideration of the premises and covenants hereinafter set forth, and of other
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, Developer agrees as
follows:

SECTION 1. Definitions.
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In this Declaration, unless a different meaning clearly appears from the context:

AFFORDABILITY PERIOD — A period commencing on the Completion Date and continuing for 30 years.

ANNUAL INCOME — “Annual Income,” as defined at 24 CFR 5.609, which is the definition used for the
“Section 8” program.

APARTMENT UNITS — ( ) rental housing units and related improvements on the
Property according to building permits issued by the City.

CERTIFYING ENTITY — The City or its designated agent that is under contract with the City to provide
income verification and compliance monitoring for rental 1Z Units for a specified fee schedule to be
charged directly to the owner of the rental 1Z Units.

CITY — The City of Minneapolis.

COMPLETION DATE — The date when construction of the Apartment Units upon the Property is
completed and City has issued a certificate of occupancy for the Project.

COMPLIANCE MANUAL — The City of Minneapolis Inclusionary Zoning Compliance Manual for Owners
and Managers of Affordable Rental Housing Units in effect as of the date of this Declaration as
modified from time to time to the extent such modifications are noticed in writing to Developer.

ELIGIBILITY CERTIFICATION — A Certification of Tenant Eligibility substantially in the form attached as
Exhibit C hereto or in such other form as may be approved by the City, in which the prospective
Qualifying Tenant certifies as to Annual Income.

HUD — The United States Department of Housing and Urban Development.

1Z Page — The City’s web page for inclusionary zoning information at
minneapolismn.gov/cped/inclusionary zoning.

1Z UNITS— () rental housing units in the Project, specifically () SRO units,
( ) one-bedroom units, () one-bedroom units, ( )two-
bedroom units and () three-bedroom units.

MEDIAN FAMILY INCOME — The "Median Family Income" as most recently established by HUD for the
Minneapolis/St. Paul standard metropolitan statistical area, adjusted for family size.
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OTHER DOCUMENTS — Any agreement or deed containing covenants, conditions, or restrictions for the
benefit of City, including any Development Contract or other agreement between City and Developer.

OVER-INCOME HOUSEHOLD — A household that was a Qualifying Tenant at the time tenancy
commenced, but whose income over time exceeds one hundred and forty percent (140%) of the
maximum income allowed for a Qualifying Tenant.

PROJECT — The Property and the Apartment Units.

PROPERTY — The real property located in Hennepin County, Minnesota, and legally described on
Exhibit A attached hereto and made a part hereof.

QUALIFYING TENANTS — Those persons and households who shall be certified from time to time by
Developer to have combined adjusted Annual Income that does not exceed 50% of the Median Family
Income for the applicable calendar year. For purposes of this definition, the occupants of an I1Z Unit
shall not be deemed to be Qualifying Tenants if all the occupants of such residential unit at any time
are “students,” as defined in Section 151(c)(4) of the Internal Revenue Code of 1986, as amended (the
“Code”), not entitled to an exemption under the Code.

SHORT-TERM RENTALS — Apartment Units rented in periods of less than one month.

SRO - Single room occupancy sleeping room with shared bathroom or kitchen facilities.

UTILITY PAYMENTS — Actual utility payments or a Utility Allowance paid by a tenant of an IZ Unit,
excluding telephone.

UTILITY ALLOWANCE — A utility allowance consistent with the City’s annual published utility allowance
schedule.

SECTION 2. Representations.

Developer represents to and for the benefit of City, that Developer has duly authorized, executed and

delivered this Declaration pursuant to proper authorization therefor; that this Declaration constitutes a valid and

binding obligation of Developer, enforceable in accordance with its terms, except only as such enforceability

may be limited by bankruptcy, moratorium, reorganization or other laws, or principles of equity affecting

creditors' rights and that the execution and delivery of this Declaration does not constitute a breach, violation or

default under any law, requlation, order, judgment or ruling binding upon such party, or a default under any

indenture, mortgage, agreement or other instrument to which Developer is subject or by which it or the Property

is bound.
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SECTION 3. Restrictions on Use.

Developer agrees to develop, operate and manage the Project, including the 1Z Units, according

to the terms of this Declaration for the duration of the Affordability Period.

During the Affordability Period, this Declaration shall constitute covenants running with the

land and be binding on the successors and assigns of Developer and on all parties having or

acquiring any rights, title, or interest in the Project.

Rental of the Project shall be in accordance with the following:

(a)

All of the I1Z Units shall be occupied by Qualifying Tenants and shall bear rents not

greater than the current maximum housing tax credit rents published by the
Minnesota Housing Finance Agency (MHFA) for the 50% income limits by number of
bedrooms in the unit for Hennepin County adjusted by Section 3(C)(d) charges paid by
the Qualifying Tenant.

(b) The IZ Units are identified by unit number on the initial rent schedule attached hereto
as Exhibit B. In no event will City require the IZ Unit gross rents to be set lower than
the rents listed on Exhibit B.

(c) Developer may not refuse to lease an Apartment Unit in the Project to a prospective

(d)

tenant because the prospective tenant is a Section 8 certificate or voucher holder, or a
participant in any other tenant-based assistance program. Notwithstanding Section C(a)
above, Developer may charge more than such rent limits for a household using rental
assistance as permitted by the assistance program as long as the household using the
rental assistance is not paying more than 30 percent of the household’s monthly
adjusted income.

City may review and approve rents and other charges or allowances annually for

(e)

consistency with this Declaration. The limitations on rents imposed by this Section 3
includes rent, services and Utility Payments or monthly allowances for services and
other non-optional charges. Developer must provide tenants with not less than 30
days prior written notice of increases in rents.

The determination of whether an individual or household is a Qualifying Tenant shall
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Eligibility Certification, Developer must evict such Over-Income Household upon ninety
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(f)

(1) All leases of 1Z Units shall contain clauses, among others, wherein each

individual tenant: (i) certifies the accuracy of the statements made in its
application and Eligibility Certification (as defined in Section 4 hereof); (ii)
agrees that the household income at the time the lease is executed shall be
deemed a substantial and material obligation of the tenant’s tenancy, that the
tenant will comply promptly with all requests for income and information
relevant to determining low or moderate income status from Developer or
City, and that the tenant’s failure or refusal to comply with a request for
information with respect thereto shall be deemed a violation of a substantial
obligation of the tenant’s tenancy; and (iii) is put on notice that subletting of
such IZ Unit is strictly prohibited except as specifically approved by the City
consistent with the Compliance Manual.

(2) The form of lease to be utilized by Developer in renting any 1Z Units in the

(g)

Project to any person who is intended to be a Qualifying Tenant shall provide
for termination of the lease and consent by such person to eviction upon 30
days’ notice for failure to qualify as a Qualifying Tenant as a result of any
material misrepresentation made by such person with respect to the Eligibility
Certification defined below or upon ninety (90) days notice for being an Over-
Income Household.

Developer shall retain all records related to compliance with this Declaration for a

(h)

minimum of six (6) years after termination of the Affordability Period. Developer shall
permit any duly authorized representative of City to inspect the books and records of
Developer related to compliance with this Declaration. Developer also agrees to
provide City, upon request, copies of any leases for the IZ Units and access to the
Project and IZ Units for on-site inspections. Developer agrees to submit any other
information, documents or certificates requested by City which City deems reasonably
necessary to substantiate continuing compliance with the provisions specified in this
Declaration.

Developer must contract directly with the Certifying Entity and,, upon annual invoicing

(i)

pay the Certifying Entity for income eligibility verification services for new tenants and
for annual recertifications as well as any additional monitoring deemed necessary by
the City to determine Project compliance with this Declaration. Certifying Entity fees
will be consistent with the fee schedule published by the City on the City’s IZ Page and
updated annually.

Tenants of the 1Z Units must not be charged fees that are not customarily charged in

(i)

rental housing, such as laundry room access fees.

Developer shall comply with the Compliance Manual, and provide evidence of

SAR\INCLUSIONARY ZONING
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(k) For the duration of the Affordability Period, Developer shall not rent IZ Units in such a
way as to permit master leasing of Short-Term Rentals. Developer shall not be in
default of this provision if a tenant of an individual IZ Unit leases such IZ Unit as a
Short-Term Rental so long as the lease for such IZ Unit prohibits such activity and
Developer is using reasonable means to enforce such provision. Developer covenants
not to locate the 1Z Units on floors of the Development that have Apartment Units
master leased as Short-Term Rentals.

SECTION 4. Certification of Tenant Eligibility.

As a condition to initial and continuing occupancy, each person who is intended to be a Qualifying
Tenant shall be required annually to sign and deliver to Developer an Eligibility Certification, confirmed by the
Developer consistent with the requirements of the City’s Compliance Manual. In addition, such person shall be
required to provide whatever other information, documents or certifications are deemed necessary by the City
or Certifying Entity to substantiate the Eligibility Certification along with requests for voluntary information, on
an ongoing annual basis, and Developer must verify that such tenant continues to be a Qualifying Tenant as
defined herein. Eligibility Certifications will be maintained on file by Developer with respect to each Qualifying
Tenant who resides in an IZ Unit or resided therein during the immediately preceding calendar year.

Developer agrees to comply with the Minnesota Government Data Practices Act and all other
applicable state and federal laws relating to data privacy or confidentiality. A form for collecting tenant
information that meets these requirements is available from City upon request. Developer shall immediately
report to City any requests from third parties for information relating to this Declaration. City agrees to
promptly respond to inquiries from Developer concerning data requests. Developer agrees to hold City, its
officers, department heads and employees harmless from any claims resulting from Developer’s unlawful
disclosure or use of data protected under state and federal laws unless such disclosure was done at the
direction of City.

SECTION 5. Fair Housing Policy.

Developer shall use affirmative fair housing marketing practices in soliciting renters, determining
eligibility, and concluding all transactions as addressed in Title VIII of the Civil Rights Act of 1968, as amended
by the Fair Housing Amendment Act of 1988, as well as the fair housing protections provided by the Minnesota
Human Rights Act, which adds creed, marital status, status with regard to public housing, and sexual
orientation, and any applicable City Civil Rights ordinances. In part, regarding rental housing issues, Title VIII,
the Human Rights Act, and applicable City Civil Rights ordinances make it unlawful to: (i) discriminate in the
selection/acceptance of applicants in the rental of housing units; (ii) discriminate in terms, conditions or

SAR\INCLUSIONARY ZONING 6
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privileges of the rental of a dwelling unit; (iii) engage in any conduct relating to the provision of housing that
otherwise makes unavailable or denies the rental of a dwelling unit; (iv) make or publish (or have anyone else
make or publish) advertisements that indicate preferences or limitations based on race, color, creed, religion,
national origin, sex, marital status, status with regard to public assistance, disability, familial status, or sexual
orientation; (v) tell a person that because of race, color, creed, religion, national origin, sex, marital status,
status with regard to public assistance, disability, familial status, or sexual orientation, a dwelling unit is not
available when it is; and (vi) deny access to, or membership or participation in, associations or other services
organizations or facilities relating to the business of renting a dwelling or discriminate in the terms or
conditions of membership or participation.

Developer will be required to affirmatively market the availability of all Apartment Units. IZ Unit
availability opportunities are required to be advertised on HousingLink concurrent with other public or private
advertising for a minimum of 10 consecutive days.

SECTION 6. Annual Report.

(1) Annual Report. Developer covenants and agrees that during the terms of this Declaration, it will
prepare and submit to City, on or before March 31 of each year, a certificate substantially in the
form of Exhibit D hereto, executed by Developer and: (a) identifying the tenancies and dates of
occupancy or vacancy for all Qualifying Tenants in the IZ Units, or held vacant and available for
occupancy by Qualifying Tenants, at all times during the year preceding the date of such
certificate; and (b) describing all transfers or other changes in ownership of the Project or any
interest therein; and (c) that Developer was not otherwise in default under this Declaration during

such year.

(2) Notice of Non-Compliance. Developer will immediately notify City if, at any time during the term
of this Declaration, the 1Z Units in the Project are not occupied or available for occupancy as
required by the terms of this Declaration.

SECTION 7. Restrictions on Sale of the Project.

Developer covenants and agrees that Developer will cause or require as a condition precedent to any
conveyance, transfer, assignment, or any other disposition of the Apartment Units prior to the termination of
this Declaration (a “Transfer”) that the transferee of the Apartment Units pursuant to the Transfer assume in
writing, in a form reasonably acceptable to the City, all duties and obligations of Developer under this
Declaration, including this Section, in the event of a subsequent Transfer by the transferee prior to termination
of this Declaration provided herein (the “Assumption Agreement”). Developer will deliver the Assumption
Agreement to the City prior to the Transfer. Further, Developer covenants and agrees that it will not Transfer
the Apartment Units to any transferee that (i) owns any rental housing properties in the City of Minneapolis
with a Tier 3 rental license; (ii) has a history of rental license revocations with the City or (iii) has any current
outstanding housing orders with the City.

SAR\INCLUSIONARY ZONING 7
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SECTION 8. Covenants: Binding Upon Successors in Interest.

It is intended and agreed that the covenants provided in this Declaration shall be covenants running
with the land and that they shall, in any event, and without regard to technical classification or designation,
legal or otherwise, be binding on Developer, the successors and assigns of Developer, and all parties having or
acquiring any right, title, or interest in all or any part of the Project. This Declaration shall be enforceable
against all such parties to the fullest extent permitted by law and equity for the benefit and in favor of City, its
successors and assigns. It is expressly agreed and acknowledged that: Developer may not amend this
Declaration without the express written consent of the City; the covenants provided in this Declaration are in
addition to the provisions of any Other Documents; this Declaration shall not be deemed to limit or merge into
any Other Documents or vice versa; this Declaration shall survive the expiration or termination of any Other
Documents; and the satisfaction or release of any Other Documents shall not be deemed to a satisfaction or
release of this Declaration.

SECTION 9. Remedies for Default.

In the event of any default, failure, violation, or any other action or inaction by Developer specified in
this Declaration, City, at its option, may institute such actions or proceedings at law or in equity as it may deem
desirable for effectuating the provisions of this Declaration, including without limitation third-party
enforcement of Certifying Entity fees, withholding, conditioning, suspending or revoking any permits, license,
approval or other entitlement for the Property, including without limitations, certificates of occupancy as well
as actions for specific performance, extension of the Affordability Period, damages, and injunctive relief, and
including also any remedy allowed under the terms of any Other Documents. Developer hereby further
acknowledges that City cannot be adequately compensated by monetary damages in the event of any default
hereunder. In any action or proceeding to enforce its rights under this Declaration, City shall be entitled to the
recovery from Developer of reasonable attorneys' fees.

SECTION 10. Hold Harmless

Developer will indemnify and hold harmless (without limit as to amount) the City and its elected
officials, officers, employees and agents in their official capacity (hereinafter collectively referred to as
“Indemnitees”), and any of them, from because of or by reason of any and all claims, demands, suits, actions,
judgments and executions for damages of any and every kind and by whomever and whenever made or
obtained, allegedly cause by, arising out of or relating in any manner to Developer’s operation of the Project or
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the IZ Units, or Developer’s performance or non-performance under this Declaration, and shall protect and
defend Indemnitees, and any of them with respect thereto, except to the extent caused by the gross
negligence or willful misconduct of the City. The provisions of this section shall survive expiration or other
termination of the Declaration or any release of part or all of the Property from the burdens of this Declaration
and the provisions of this section shall remain in full force and effect.

Notwithstanding the foregoing, if the United States Department of Housing and Urban Development
("HUD") is ever deemed the "Owner" of all or part of the Project, HUD shall not be subject to the
indemnification provisions contained in this Section 10. HUD prohibits and does not authorize any expenditure
which would violate 31 USC 1341 (the "Anti-Deficiency Act"). Any provision of this Declaration which
violate(s)(d) the Anti-Deficiency Act, in the past, present or future, will not be enforced against HUD.
Notwithstanding any other provision of this Agreement, HUD whether in the capacity of subsidy provider, loan
insurer, lender, owner, lessee or mortgagee in possession, shall have no obligation of reimbursement,
indemnity, or holding harmless, of any nature whatsoever, to any governmental entity, private entity, person
or party, either now or in the future. Any and all indemnity provisions, however, shall apply to any subsequent
purchaser from HUD.

SECTION 11. Recordation.

This Declaration shall be properly recorded against the Property at the expense of Developer in the
official real estate records of Hennepin County , Minnesota. In the event Developer fails to properly and timely
record, the City may record this Declaration against the Property on Developer’s behalf and Developer shall
pay or reimburse the City all fees and expenses incurred by the City to facilitate such recording on Developer’s
behalf.

SECTION 12. Notices and Demands.

A notice, demand, or other communication under this Declaration by either party to the other shall be
sufficiently given or delivered if it is dispatched by registered or certified mail, postage prepaid, return receipt
requested, or delivered personally, and

A. in the case of Developer, is addressed to or delivered personally to Developer at:

Attention:
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B. in the case of City, is addressed to or delivered personally to City at:

City of Minneapolis

Department of Community Planning and Economic Development

505 Fourth Avenue S., Rm 320

Minneapolis, Minnesota 55415

ATTENTION: Director

or at such other address with respect to either such party as that party may, from time to time, designate in
writing and forward to the other as provided in this Section.

SECTION 13. Indemnification.

Developer hereby indemnifies and agrees to defend and hold harmless City from and against all
liabilities, losses, damages, costs, expenses (including attorneys’ fees and expenses), causes of action, suits,
allegations, claims, demands and judgments of any nature arising from the consequences of a legal or
administrative proceeding or action brought against them, or any of them, on account of any failure by
Developer to comply with the terms of this Declaration, or on account of any representation or warranty of
Developer contained herein being untrue.

SECTION 14. Agent of the City.

City shall have the right to appoint an agent to carry out any of its duties and obligations hereunder,
and shall inform Developer of any such agency appointment by written notice.

SECTION 15. Severability.

The invalidity of any clause, part or provision of this Declaration shall not affect the validity of the
remaining portions thereof.

SECTION 16. Governing Law.

This Declaration shall be governed by the laws of the State of Minnesota and, where applicable, the
laws of the United States of America.
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[Signature page to Inclusionary Zoning Declaration of Affordable Housing Covenants]

By

Its:

STATE OF MINNESOTA )
) ss.
COUNTY OF HENNEPIN )

The foregoing instrument was acknowledged before me this

day of

20 , by , the of

, on behalf of the

Notary Public



This instrument was drafted by:

Minneapolis City Attorney’s Office (SAR)

505 Fourth Avenue South, Room 220

Minneapolis, MN 55415




EXHIBIT A

TO INCLUSIONARY ZONING REVENUE LOSS OFFSET

DECLARATION OF AFFORDABLE HOUSING COVENANTS

LEGAL DESCRIPTION
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EXHIBIT B

TO INCLUSIONARY ZONING REVENUE LOSS OFFSET

DECLARATION OF AFFORDABLE HOUSING COVENANTS

INITIAL RENT SCHEDULE
Unit # # of Bedrooms Affordability Unit Size in sq. ft. Rent Limit
Level
or
# of Units

SAR\INCLUSIONARY ZONING
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If project is 100% affordable, there is no reason to fix unit numbers. If project includes market rate
units, determine whether project needs to be able to float units for purposes of LIHTC. Otherwise fix
unit numbers.

Rent limit is based on rent paid by household and does not include rental subsidies paid by third parties.
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EXHIBIT C

TO INCLUSIONARY ZONING REVENUE LOSS OFFSET

DECLARATION OF AFFORDABLE HOUSING COVENANTS

CERTIFICATION OF TENANT ELIGIBILITY

Project

SAR\INCLUSIONARY ZONING
TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022
SARMNCEISIONARY-ZONINGY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED

OCTFOBER16,2019



105 Fifth-Avenue-Seuth

SAR\INCLUSIONARY ZONING
TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022

SARMNCEISIONARY-ZONINGY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED
OCTFOBER16,2019



acs ofthe
do Ot

20
=

davof
Ty ot

7

o

mn-favorofthe Citvof-Minn
HRVO-OREe-City-0VvHAR

27

“«

4

“

SAR\INCLUSIONARY ZONING

TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022




SAR\INCLUSIONARY ZONING
TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022

SARMNCEISIONARY-ZONINGY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED
OCTOBER16,2019



SAR\INCLUSIONARY ZONING

TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022




SAR\INCLUSIONARY ZONING

TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022

SARMNCEISIONARY-ZONINGY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED
OCTOBER16,2019



SAR\INCLUSIONARY ZONING

TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022




SAR\INCLUSIONARY ZONING

TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022

SARMNCEISIONARY-ZONINGY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED
OCTOBER16,2019



SAR\INCLUSIONARY ZONING

TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022

SARMNCEISIONARY-ZONINGY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED
OCTOBER16,2019



SAR\INCLUSIONARY ZONING
TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022

SADLINCHSION AP L2 OR-MEY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED
OCFOBER162049



D

®

~

SAR\INCLUSIONARY ZONING

TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022

SARMNCEISIONARY-ZONINGY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED
OCFOBER72019




SAR\INCLUSIONARY ZONING
TIF\REVENUE LOSS OFFSET POLICY

FEBRUARY 10, 2022

SARMNCEISIONARY-ZONINGY

DECEARATHON-OF RESTRICHVE-COVENANTS\ASSISTED
OCFOBER72019



11




EXHIBIT €D
TO INCLUSIONARY ZONING

DECLARATION OF AFFORDABLE HOUSING COVENANTS

CERTIFICATE OF

CONTINUING PROGRAM COMPLIANCE

Date: ,

The following information with respect to the Project located at ,
Minneapolis, Minnesota (the “Project”), is being provided by
(the “Developer”) to the Department of Community Planning and Development in and for the City of
Minneapolis, Minnesota (the “City”), pursuant to that certain Inclusionary Zoning Declaration of
Affordable Housing Covenants, dated ,20___ (the “Declaration”), with respect to the Project:

(A) The total number of residential units which are available for occupancyis . The
total number of such units occupied is

(B) The following residential units (identified by unit number) have been designated
for occupancy by “Qualifying Tenants,” as such term is defined in the Declaration (for a total of
units):

Studio Units:

1 BR Units:

2 BR Units:

12



(@] The following residential units which are included in (B) above, have been re-
designated as units for Qualifying Tenants since ,20___, the date on which the
last “Certificate of Continuing Program Compliance” was filed with the City by the Developer:

Unit Previous Designation Replacing
Number of Unit (if any) Unit Number
(D) The following residential units are considered to be occupied by Qualifying

Tenants based on the information set forth below:

Number of
. Persons . o
Unit Name of Tenant Residing in Number of | Total Adjusted Date of Initial Rent
Number the Unit Bedrooms Gross Income Occupancy

10

11

13




12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

(E) The Developer has obtained a “Certification of Tenant Eligibility,” in the form
provided as EXHIBIT B to the Declaration, from each Tenant named in (D) above, and each such
Certificate is being maintained by the Developer in its records with respect to the Project.
Attached hereto is the most recent “Certification of Tenant Eligibility” for each Tenant named in
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(D) above who signed such a Certification since , , the date on which the
last “Certificate of Continuing Program Compliance” was filed with the City by the Developer.

(F) In renting the residential units in the Project, the Developer has not given
preference to any particular group or class of persons (except for persons who qualify as
Qualifying Tenants); and none of the units listed in (D) above have been rented for occupancy
entirely by students, no one of which is entitled to file a joint return for federal income tax
purposes. All of the residential units in the Project have been rented pursuant to a written lease,
and the term of each lease is at least ____ months.

(G) The information provided in this “Certificate of Continuing Program Compliance”
is accurate and complete, and no matters have come to the attention of the Developer which
would indicate that any of the information provided herein, or in any “Certification of Tenant
Eligibility” obtained from the Tenants named herein, is inaccurate or incomplete in any respect.

(H) The Project is in continuing compliance with the Declaration.

(n The Developer certifies that as of the date hereof at least of the
residential dwelling units in the Project are occupied or held open for occupancy by Qualifying
Tenants, as defined and provided in the Declaration.

)] The rental levels for each Qualifying Tenant comply with the maximum permitted
under the Declaration.
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on

IN FURTHERANCE WHEREOF, | have hereunto affixed my signature, on behalf of the Developer,
, 20

By

Its
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